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SUBJECT: CIV AIR-TRANSATLANTIC AIRLINE CAPACITY 

1. FOLLOWING IS FOR BACKGROUND INFO PURPOSES ONLY. 

EXCEPT FOR FYI PORTIONS, POSTS MAY DRAW ON THIS BACKGROUND 
IN RESPONDING TO INQUIRIES. 

2. ON SEPTEMBER 18, SECRETARY TRANSPORTATION ANNOUNCED 
SEVEN POINT ACTION PROGRAM APPROVED BY PRESIDENT DESIGNED 
TO IMPROVE COMPETITIVE CLIMATE IN WHICH PAN AM AND OTHER 
US INTERNATIONAL AIRLINES OPERATE. THIS PROGRAM IS IN 

LIEU OF SUBSIDY REQUESTED BY PAN AM (AND TWA) WHICH BOTH 
ADMINISTRATION AND CAB HAVE DENIED. ONE OF POINTS IS TO 
REDUCE EXCESS TRANSATLANTIC CAPACITY (SUCH AS HAS ALREADY 
BY AGREEMENT BEEN DONE FOR UPCOMING WINTER SEASON IN UK, 
ITALY AND GREEK MARKETS) AND TO CORRECT SITUATIONS WHERE 
FOREIGN AIRLINES ARE OPERATING CAPACITY IN EXCESS OF 
RIGHTS PROVIDED IN BILATERAL AGREEMENTS. AIRLINES WHICH 
FALL IN LATTER CATEGORY ARE LOFTLEIDIR, KLM, SABENA, 

SWISSAIR AND SAS, ALL OF WHOM CARRY LARGE PROPORTION OF 
SO-CALLED SIXTH FREEDOM TRAFFIC, THAT IS, TRAFFIC CARRIED 
BETWEEN US AND POINTS BEHIND HOMELAND OF AIRLINE VIA HOME- 
LAND. BY RELYING HEAVILY ON SUCH TRAFFIC, THEY ARE ABLE 
OFFER MORE TRANSATLANTIC CAPACITY THAN WOULD BE WARRANTED 
IF THEY RELIED MAINLY ON US-HOMELAND TRAFFIC (AS 
BILATERALS REQUIRE) AND THEY THEREBY CAN OUT-SCHEDULE 

AND OUT-PERFORM US AIRLINES. IN TOTAL, ABOUT HALF OF 
TRAFFIC OF THESE AIRLINES IS SIXTH FREEDOM HAVING A TOTAL 
ANNUAL VALUE OF ABOUT 180 MILLION DOLLARS. LOFTLEIDIR 
IS HEAVIEST SIXTH FREEDOM AIRLINE, FOLLOWED IN DESCENDING 
ORDER BY KLM, SABENA, SWISSAIR, AND SAS. 

3. AS FIRST STEP IN ATTEMPTING RECTIFY THIS SITUATION, 

USG HAS REQUESTED CONSULTATIONS WITH NETHERLANDS, 
SWITZERLAND, BELGIUM, AND THREE SCANDINAVIAN COUNTRIES 
(DENMARK, NORWAY, SWEDEN). DUTCH TALKS WILL BEGIN 
OCTOBER 21 IN HAGUE AND SWISS TALKS DECEMBER 16 IN 
WASHINGTON, OTHERS NOT YET SCHEDULED BUT SHOULD BE HELD 
WITHIN 60 DAYS (I.E. BY ABOUT END NOVEMBER), AS PROVIDED 

IN BILATERAL AIR TRANSPORT AGREEMENTS. USG HAS NOT 
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REQUESTED CONSULTATIONS WITH ICELAND. FYI. CONSULTATIONS 
OR OTHER STEPS WITH REGARD LOFTLEIDER RAISE SPECIAL P,0,- 
LEMS REQUIRING FURTHER USG EXAMINATION. END FYI. 

4. IF CONSULTATIONS DO NOT RESULT IN AGREEMENT TO REDUCE 
CAPACITY OF FOREIGN AIRLINES BY AMOUNTS US BELIEVES ARE 
APPROPRIATE, CAB HAS AUTHORITY, SUBJECT PRESIDENTIAL 
VETO, TO SUSPEND FOREIGN AIRLINE SCHEDULES IN ORDER 
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BRING THEM INTO CONFORMANCE WITH BILATERAL AGREEMENTS. 

FYI. EXTENT TO WHICH US WILL PROCEED TO TAKE UNILATERAL 
ACTION WILL BE DETERMINED ON BASIS ALL RELEVANT FACTORS 
IN EACH CASE. END FYI. 

5. IT SHOULD BE NOTED THAT, IF CAPACITY OF SIXTH FREEDOM 
AIRLINES IS REDUCED, BENEFICIARIES WILL BE NOT ONLY US 
AIRLINES BUT ALSO OTHER EUROPEAN AIRLINES WHO CAN SHARE 
IN CARRYING THE DISPLACED SIXTH FREEDOM TRAFFIC. INGERSOLL 
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